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High interest rates, political uncertainty ahead of the Aug. 21 presidential elections, and reduced
manufacturing productivity resulted in a reduction in net profits for many of Mexico's larger
companies during the first half of the year. In fact, according to a report released by the Mexican
Stock Exchange (BMV) in early August, the combined net earnings of the 19 major financial groups
listed at the exchange totaled the equivalent of US$1.3 billion in January- June, a decline of 3.9%
from the same period in 1993.
According to financial market analysts, of all the influences, the factors that most directly affected
companies were high interest rates, as well as overvaluation of the peso, which cut the profits
of firms in the export sector. The high interest rates resulted both from an increase in US and
international interest rates, and the efforts by President Carlos Salinas de Gortari to attract foreign
investment by raising the yield of short-term financial instruments. In fact, many companies such
as Telefonos de Mexico (Telmex) and several other companies including a number of large retailers
reported declines in earnings from a year ago despite an increase in domestic sales.
In its report for January-June, Telmex reported net profits of US$1.29 billion, a decline of 0.7% from
the same period in 1993. According to company officials, profits declined despite an increase of 12%
in net sales. Similarly, the tobacco products manufacturer Empresas La Moderna reported sales of
US$1.797 billion nuevo pesos (US$453.2 million) in January-June, an increase of 19 million nuevo
pesos (US$4.8 million) from the same period in 1993. Still, despite the increased sales, net profits
were down 4.8% from a year ago. Cementos Mexicanos (Cemex) reported net profits at 810 million
nuevo pesos (US$204.2 million) in January-June, a decline of about 5% from the same period in 1993.
During the same period, Cemex also reported an increase in sales.
Large retail stores faced a similar situation, reporting an increase in sales but a reduction in net
profits for the first half of the year. The supermarket chains Gigante and Comercial Mexicana and
the department stores Liverpool and Sears reported declines in net profits ranging from 54% to
79% from a year ago. Smaller declines of 12% to 14% were reported by department store Palacio
de Hierro and by Cifra, which operates the Aurrera supermarket chain, as well as the Vips and El
Porton restaurants.
According to the Confederation of National Chambers of Commerce (Confederacion de Camaras
Nacionales de Comercio, Concanaco), the greatest factor limiting profits for the large retail stores
was a sharp increase in interest rates. "The high rates, which jumped from 8.9% in February to about
18% in June, made it difficult for businesses to retire their debt, thus limiting growth," a Concanaco
official said. In contrast, for some companies such as Monterrey-based glass manufacturer Grupo
Vitro and Grupo Financiero Bancomer (GFB) a reduction in sales was responsible for the decline in
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profits. Vitro reported net profits of 94 million nuevo pesos (US$23.7 million) in the first half of this
year, compared with 364 million nuevo pesos (US$91.8 million) in January-June of 1993.
For its part, Grupo Financiero Bancomer (GFB) the country's second largest financial services group
reported earnings for January-June at 720 million nuevo pesos (US$181.5 million), a decline of 30%
from the same period in 1993. GFB's banking operations earned 627.4 million nuevo pesos (US$158.2
million) during the second quarter, a decline of 34% from January-June of last year.
Meanwhile, notwithstanding the general declines, some companies did report positive results
during the first semester. One of these was the rapidly expanding cellular telephone company
Iusacell, which had net earnings of 508 million nuevo pesos (US$128.1 million), an increase of 34%
over the same period in 1993. The company attributed the higher earnings in part to a large increase
in customers, which surpassed 157,000 as of the end of June. Similarly, the shipping company
Transportes Maritimos Mexicanos (TMM) reported net profits of US$329.9 million, an increase of
almost 48% from January-June 1993.
For its part, Grupo Industrial Maseca reported net profits of 689 million nuevo pesos (US$173.7
million), compared with 585 million nuevo pesos (US$147.5 million) a year ago. Maseca's higher
profits were partly the result of increased sales, which approached 1.9 billion nuevo pesos (US
$479.2 million), compared with 1.6 billion nuevo pesos (US$403.5 million) in January-June 1993. In
fact, in late July, Grupo Industrial Maseca announced plans to invest about US$100 million in the
second half of this year to expand its presence in the US. The funds will be used both to acquire and
construct new plants and to expand existing facilities.
Another company that reported a large increase in net profits during the second quarter of the year
was Femsa-Coca Cola. Profits doubled to about US$15.9 million, compared with US$7.9 million in
the second quarter of 1993. Femsa Coca-Cola is a division of Grupo Femsa, which also owns the
brewery Cuauhtemoc-Moctezuma. Finally, Sanborns which operates a combination drug store, book
store, and lunch counter reported a rise in profits of close to 1%. And, profits also increased by 90%
for Grupo Elektra, which specializes in the sale of consumer electronics and appliances.
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